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REPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees
Salt Lake Arts Council Foundation

We have audited the accompanying financial statements of the governmental activities and the
general fund of Salt Lake Arts Council Foundation (the Foundation), a component unit of Salt
Lake City Corporation, Utah, as of and for the year ended June 30, 2005, which collectively
comprise the Foundation's basic financial statements, as listed in the table of contents. These
financial statements are the responsibility of the Foundation's management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the general fund of Salt Lake
Arts Council Foundation as of June 30, 2005, and the respective changes in financial position
thereof for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated August
12, 2005 on our consideration of the Foundation's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Govemnmental Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

The management's discussion and analysis and the budgetary comparison information on pages
2 through 6 and 23, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquires of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on
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August 12, 2005



Salt Lake Arts Council Foundation
Management's Discussion and Analysis
For the Year Ended June 30, 2005

Our discussion and analysis of the Foundation's financial performance provides an overview of
the Foundation's financial activities for the fiscal year ended June 30, 2005. Please read it in
conjunction with the Foundation's financial statements which begin on page 8.

FINANCIAL HIGHLIGHTS

s The assets of the Foundation exceeded its liabilities at June 30, 2005 by $229,036
($262,850 in 2004). Of this amount, $78,737 in 2005 ($100,324 in 2004) may be
used to meet the Foundation's ongoing operations (unrestricted net assets).

¢ The Foundation's total net assets decreased during 2005 by $33,814 and during
2004 by $8,018. Grants and contributions were higher in 2005 than the prior year as
were revenues from beverage sales at the Twilight Concerts, but those increases
were met with increases in expenses including artists’ fees, event production costs
and merchandise purchases.

OVERVIEW OF THE FINANCIAL STATEMENTS
This annual report consists of a series of financial statements.

Foundation-wide Financial Statements

The Statement of Net Assets presents information on all the Foundation's assets and fiabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator of whether the financial position of the Foundation is
improving or deteriorating.

The Statement of Activities presents information showing how the Foundation's net assets
changed during the year presented. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future periods (such as earned but unused vacation leave).

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Foundation maintains only one fund —
the General Fund which is a governmental fund.

The Governmental fund financial statements differ from the Foundation-wide financial statements
in that they focus on near-term inflows and outflows of spendable resources as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating the Foundation's near-term financing requirements.

FINANCIAL ANALYSIS OF THE FOUNDATION

To begin our analysis, a summary of the Foundation's Statement of Net Assets is presented in
Table A-1.

As noted earlier, net assets may serve, over time, as a useful indicator of the Foundation's
financial position. As of June 30, 2005, the Foundation's assets exceeded liabilities by $229,036
($262,850 in 2004).



Salt Lake Arts Council Foundation
Management's Discussion and Analysis
For the Year Ended June 30, 2005

More than half of the Foundation's net assets (66 percent in 2005 and 62 percent in 2004)
reflects its investment in capital assets (e.g. buildings and improvements, event equipment, and
office furniture and equipment). As of June 30, 2005 and 2004, there is no debt associated with
the acquisition of these assets. These assets are used by the Foundation to conduct its
programs and consequently, are not available for future spending.

The Foundation has no net assets that are subject to external restrictions.

At the end of the 2005 and 2004 fiscal years, the Foundation is able to report positive balances in
both of the applicable net asset categories.

TABLE A-1
Condensed Statement of Net Assets
June 30,
2005 2004

Current and other assets $225,322 $238,129
Capital assets 150,299 162,526
Total assets 375,621 400,655
Noncurrent liabilities 60,121 59,823
Other liabilities 86,464 77,982
Total liabilities 146,585 137,805

Net assets invested in capital
assets 150,299 162,526
Net assets unrestricted 78,737 100,324
Total net assets $229,036 $262,850

In total, revenues increased from $850,496 in 2004 to $1,021,236 in 2005 (see Table A-2). One
reason for the increase related to merchandise sales which increased by $60,503 from 2004 to
2005. Additionally, operating grants and contributions increased by $25,380 during 2005 and
grants and contributions not restricted to specific programs increased by $108,270, due in part to
an increase in the funding the Foundation receives from the Salt Lake County Zoo, Arts and
Parks program as well as approximately $90,000 in in-kind contributions received during 2005.

Total expenses in 2005 were $1,055,050 compared to $858,514 in 2004. Expenses related to
the Twilight Concert Series increased $127,251 over 2004, due primarily to an increase in the
amounts paid to participating artists as well as an increase in the expenses recognized in
connection with in-kind contributions received during the year. Expenses related to the Living
Traditions Festival increased by $53,339 over 2005, also related primarily to the expenses
associated with in-kind contributions as well as expenses related to staging, security and other
contracted services. Other expenses remained relatively flat compared to 2004.



Salt Lake Arts Council Foundation
Management's Discussion and Analysis
For the Year Ended June 30, 2005

TABLE A-2
Changes in Net Assets
Years ending June 30,

2005 2004
Revenues:
Program revenues:
Vendor fees $ 15,250 $ 16,655
Merchandise sales 165,189 104,687
Gallery commission 6,432 7,261
Operating grants and
contributions 107,937 82,556
General revenues:
Grants and contributions not
restricted to specific programs 218,482 110,212
Rental income 5,745 5,782
Interest income 3,916 2,600
Miscellaneous revenues 2,280 -
Transfers from Salt Lake City
Corporation 496,005 520,743
Total revenues 1,021,236 850,496
Expenses:
Administration 69,896 67,627
City Arts Grants 161,458 164,439
Brown Bag Concert Series 64,080 59,679
Twilight Concert Series 361,398 234,147
Living Traditions Festival 217,410 164,071
Visual Arts Exhibitions 51,037 50,752
Public Art 61,332 48,890
Other program services 56,212 56,724
Depreciation 12,227 12,185
Total expenses 1,055,050 868,514
Decrease in net assets (33,814) (8,018)
Net assets at beginning of year 262,850 270,868
Net assets at end of year $ 229,036 $262,850
BUDGETARY HIGHLIGHTS

The Foundation is required by law to adopt an annual budget. Generally, at the April, May or
June board meeting a budget for the upcoming year is reviewed by the executive committee and
then presented to the board for discussion and adoption. At 6 months into the fiscal year, the
budget is reviewed and any potential increases are reviewed and presented to the board prior to
being adopted.



Salt Lake Arts Council Foundation
Management's Discussion and Analysis
For the Year Ended June 30, 2005

During the year ended June 30, 2005, budgeted revenues were adjusted by approximately
$66,000 to reflect an increase in budgeted grants and contributions, and merchandise sales, as
well as a slight decrease in vendor fees, rental income and gallery commissions. Budgeted
expenses were also adjusted to reflect an anticipated increase of approximately $47,000, which
was related, in part, to increased costs for contractual services, honorariums paid to participating
artists in the Public Art Program, and increased costs for merchandise purchased for the Twilight
Concert Series.

The Foundation's budget philosophy for the year ending June 30, 2005, was to maintain the level
and quality of programs and services for the public, as long as the unreserved net assets stayed
within the acceptable range as determined by board policy. The fiscal year ended with an
acceptable level for the unrestricted net assets, thanks to a slight increase in the Zoo, Arts &
Parks grant and increased merchandise sales at the Twilight Concert Series. The Foundation, in
looking ahead, recognizes that if additional revenues are not secured, programs and services will
be eliminated or reduced. The challenge to secure public and private funding continues so
increases such as we received from the Zoo, Arts & Parks program and Twilight Concert
merchandise sales provide a welcome, though delicate, bridge until such time as revenues from
other sources improve.

This report recognizes the significant amount of in-kind services provided by program sponsors to
the Twilight Concert Series and the Living Traditions Festival. In future years, we wiil incorporate
these figures into the budget so that the audit numbers and the budget numbers are more
compatible in this area. For both the Guest Writers Series and the Public Art Program, a certain
amount of fiscal activity is not reflected in this report. In the case of the Guest Writers Series, our
program partner, the University of Utah pays the artists' fees directly. In the case of the Public Art
Program, a significant amount of artists' fees are paid directly through capital accounts, from Salt
Lake City's general fund, the Redevelopment Agency of Salt Lake City, and the Community
Development Block Grant program of Salt Lake City. Although these figures are not recognized
in this document, the artists’ fees for the Public Art Program for the year ending June 30, 2005,
was approximately $180,000.

in general, the year ending June 30, 2005, represented a concerted effort by the Foundation to
maintain the quality and quantity of programs and services to the public without measurabie
diminution or disruption. This effort reflects the board and staff working together to find the best
practices to accomplish goals and to provide quality and continuity

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2004, there was $389,282 invested in capital assets, as shown in Table
A-3. This amount did not change significantly from the prior year.

TABLE A-3
Capital Assets at Cost
June 30, June 30,
2005 2004
Building and improvements $348,318 $348,318
Event equipment 34,945 34,945
Office furniture and equipment 6,019 6,019
Total $389,282 $389,282

Additional information on the Foundation's capital assets can be found in Note D on page 19 of
this report.



Salt Lake Arts Council Foundation
Management's Discussion and Analysis
For the Year Ended June 30, 2005

Long-Term Debt

As of June 30, 2005 and 2004, the only long-term obligation the Foundation had outstanding was

rz%lated to compensated absences due to employees totaling $60,291 in 2005 and $69,338 in
04.

The Foundation has never issued bonds and has no bond rating.

Additional information on the Foundation's long-term debt can be found in Note E on page 19 of
this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

As addressed in the introduction to this section, the Foundation's budget and operations are
closely aligned with the state of the economy. The Foundation has submitted, and will continue
to submit, requests for funding to a number of entities, in addition to the standard sources
including the State of Utah, Salt Lake County and Salt Lake City Corporation. The Foundation
will be focusing on the level of program funding from Salt Lake City Corporation which has not
increased significantly for several years. For the 2005-2006 budget, the board has approved an
excess of expenditures over revenue, on a similar scale as for this year. The board is prepared, if
necessary and if economic conditions do not improve significantly, to reduce programs and
services to achieve a balanced budget for fiscal year 2006-2007.

CONTACTING THE FOUNDATION'S FINANCIAL MANGEMENT

This report is designed to provide a general overview of the Foundation's finances and to
demonstrate the Foundation's accountability for the money it receives. If you have questions
about this report or need additional information, contact the Foundation's Executive Director at 54
Finch Lane, Salt Lake City, Utah 84102, by phone at (801) 596-5000, or e-mail at
nancy.boskoff@ci.slc.ut.us. :




BASIC FINANCIAL STATEMENTS



Salt Lake Arts Council Foundation

Statement of Net Assets
June 30, 2005
Governmental
Activities
ASSETS
Current assets:
Cash and cash equivalents $ 109,687
Grants receivable 87,737
Prepaid expense 27,898
Total current assets 225,322
Noncurrent assets:
Net capital assets 150,299
Total noncurrent assets 150,299
Total assets $ 375,621
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 22,989
Grants payable 51,305
Current portion, compensated absences 170
Deferred revenue 12,000
Total current liabilities 86,464
Noncurrent liabilities
Compensated absences, net of current portion 60,121
Total noncurrent liabilities 60,121
NET ASSETS
Invested in capital assets 150,299
Unrestricted 78,737
Total net assets 229,036

Total liabilities and net assets

See accompanying notes to basic financial statements

$ 375621



Salt Lake Arts Council Foundation

Statement of Activities

For the year ended June 30, 2005

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Vendor fees,
Indirect Merchandise Operating Governmental
Expense Sales, Gallery  Grants and Activities
Functions/Programs Expenses Allocation Commissions  Contributions (Total)
Primary Government
Governmental activities:
Administration $ 302,998 $(233,102) § - 8 - $ (69,896)
City Arts Grants 137,618 23,840 - - (161,458)
Brown Bag Concert Series 34,942 29,138 - 3,250 (60,830)
Twilight Concert Series 308,420 52,978 135,609 38,125 (187,664)
Living Traditions Festival 177,677 39,733 44 830 32,100 (140,480)
Visual Arts Exhibitions 19,250 31,787 6,432 200 (44,405)
Public Art Program 34,843 26,489 - 34,262 (27,070)
Other Program Services 27,075 29,137 - - (56,212)
Depreciation Expense 12,227 - - - (12,227)
Total primary government _$ 1,055,050  § - $ 186,871 $ 107,937 (760,242)
General revenues:
Grants and contributions not
restricted to specific programs 218,482
Rental income 5,745
Interest income 3,916
Miscellaneous revenues 2,280
Transfers from Salt Lake
City Corporation 496,005
726,428
Change in net assets (33,814)
Net assets at beginning of year 262,850
Net assets at end of year $ 229,036
See accompanying notes to the basic financial statements.
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Salt Lake Arts Council Foundation
Balance Sheet - Governmental Fund
June 30, 2005

ASSETS
Cash and cash equivalents
Grants receivable
Prepaid expense

Total assets

LIABILITIES
Accounts payable and
accrued liabilities
Grants payable
Deferred revenue

Total liabilities

FUND BALANCE
Reserved for prepaid items
Unreserved
Total fund balance

Total liabilities and fund balance

Reconciliation of total governmental fund balance
to net assets of governmental activities:

Total governmental fund balance

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are
not financial resources and therefore are
not reported in the general fund

Certain grant revenue is required to be deferred
in the general fund

Long-term liabilities - compensated absenses
not due and payable in the current period are
not recorded as an expenditure or a
liability in the general fund

Net assets of governmental activities

See accompanying notes to basic financial statements

General

Fund

$ 109,687
87,737

27,898
$ 225,322

$ 22,089
51,305

41,094
115,388

27,898
. 82,036

109,934
$ 225,322

$ 109,934

150,209

29,004

(60,291)
$ 229,036
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Salt Lake Arts Council Foundation

Statement of Revenues, Expenditures and Changes in
Fund Balance - Governmental Fund

For the year ended June 30, 2005

Revenues
Grants and contributions
Merchandise sales
Vendor fees
Rental income
Gallery commissions
Interest income
Miscellaneous revenues

Total revenues

Expenditures
Current:

Administration
City Arts Grants
Brown Bag Concert Series
Twilight Concert Series
Living Traditions Festival
Visual Arts Exhibitions
Public Art Program
Other Program Services

Total expenditures
Deficiency of revenues over expenditures

Other financing sources (uses)
Operating transfers from Salt Lake City Corporation

Total other financing sources and uses
Net change in fund balance
Fund balance at beginning of year

Fund balance at end of year

Continued

General
Fund

$ 322,773
165,190
15,250

5,745

6,432

3,916

2,280

521,586

72,099
162,159
64,935
362,953
218,577
51,871
62,111
57,065

1,051,870

(530,284)

496,005
496,005
(34,279)
144,213

$ 109,934

11



Salt Lake Arts Council Foundation

Statement of Revenues, Expenditures and Changes in
Fund Balance - Governmental Fund - continued

For the year ended June 30, 2005

Reconciliation of the change in fund balance - governmental fund
to the change in net assets of governmental activities

Net change in fund balance - governmental fund

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense to allocate
those expenditures over the life of the assets:

Capital assets purchases capitalized
Depreciation expense

Certain grant revenues reported in the statement of activites
are not recognizable in the governmental fund

Certain grant revenues recognized in the statement of revenues,
expenditures and changes in fund baiance that were
previously recognized in the statement of activities

Some expenses reported in the statement of activities, such as
compensated absences, do not require the use of current
financial resources and therefore are not reported as
expenditures in the governmental fund

Change in net assets of governmental activities

See accompanying notes to the basic financial statements.

$ (34279)

(12,227-)

29,094

(25,449)

9,047

$ (33,814)

12




Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE A - SUMMARY OF ACCOUNTING POLICIES

History, organization activity and reporting entity

The Foundation was established as a Utah Nonprofit Corporation in 1979 to promote the arts
within Salt Lake City. The Foundation operates in conjunction with, and its trustees are identical
to, the Salt Lake City Arts Council, which is an advisory board to the Mayor under Salt Lake City
Ordinances. The Foundation is a component unit of Salt Lake City. The Foundation conducts
several programs promoting the arts including Living Traditions Festival, the Brown Bag Concert
Series, Public Art Program and the Twilight Concert Series. The Foundation also makes grants to
local organizations promoting the arts, and operates the Art Barn, a local art center that provides
Visual Arts Exhibitions.

Basis of presentation
The Foundation's financial statements are prepared in accordance with generally accepted

accounting principles (SAAP). Because the mayor of Salt Lake City appoints the members of the
Salt Lake City Arts Council which also makes up the trustees for the Foundation, the Foundation
is subject to the requirements of Statement of Governmental Accounting Standards Board
(GASB) No. 29, The Use of Not-for-Profit Accounting and Financial Reporting Principles By
Governmental Entities. This statement does not allow the use of Statement of Financial
Accounting Standards (SFAS) No. 116, Accounting for Contributions Received and Contributions
Made, or SFAS No. 117, Financial Statements of Not-for-Profit Organizations. Accordingly, the
accompanying financial statements do not reflect the provisions of SFAS Nos. 116 and 117.

The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for
state and local governments through its pronouncements (Statements and Interpretations). The
more significant accounting policies established in GAAP and used by the Foundation are
discussed below.

Basic Financial Statements and Basis of Accounting

The Foundation is a government entity, solely accounted for in a general fund and categorized as
a governmental-type activity. The Foundation's basic financial statements include both
government-wide and fund financial statements.

Government-wide financial statements

The government-wide financial statements are presented on the full accrual, economic resource
basis of accounting which recognizes all long-term assets and receivables as well as long-term
debt and obligations. Revenues are recognized when earned and expenses are recognized when
incurred. The Foundation's net assets are reported in three parts, as applicable — invested in
capital assets, net of related debt; restricted net assets: and unrestricted net assets.

13




Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE A — SUMMARY OF ACCOUNTING POLICIES - CONTINUED

The government-wide Statement of Activities reports both the gross and net cost of each of the
Foundation's functions. The functions are also supported by general government revenues and
transfers from Salt Lake City. The Statement of Activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. Direct expenses are
those that are clearly identifiable with a specific program or function. Indirect expenses for
centralized services and administrative overhead are allocated among the programs or functions.
Program revenues include 1) vendor fees charged to allow outside vendors to set up a sales
booth at certain events, 2) merchandise sold by the Foundation at certain events, 3) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Unrestricted grants and contributions and other revenues not properly included among
program revenues are reported instead as general revenues.

This government-wide focus is more on the sustainability of the Foundation as an entity and the
change in the Foundation's net assets resulting from the current year's activities.

Fund financial statements

The General Fund is the only fund used by the Foundation. The financial statements of this fund
are presented on the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues are recorded when susceptible to accrual; i.e., both measurable and
available. Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
Foundation considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period or if the revenues have not been received at the normal time.
Expenditures are generally recognized under the modified accrual basis of accounting when the
related fund liability is incurred. However, principal and interest on long-term debt, which is not
material, are recognized when paid. Allocations of costs, such as depreciation and amortization
are not recognized in governmental funds.

Receivables
Receivables consist of amounts due from grantors and miscellaneous other items. An allowance
for doubtful accounts is not considered necessary as of June 30, 2005.

Deposits and investments

The Foundation’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the date
of acquisition.

14



Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE A — SUMMARY OF ACCOUNTING POLICIES - CONTINUED

Capital assets and depreciation

Capital assets are defined by the Foundation as assets with an initial, individual cost of more than
$5,000 and an estimated useful life in excess of 5§ years. The Foundation records its capital
assets at cost. Contributed capital assets are valued at their estimated fair market value on the
date of contribution. Additions, improvements and other capital outlays that significantly extend
the useful life of an asset are capitalized. Maintenance and repairs are charged to current period
operating expenses, whereas additions and improvements are capitalized.

Depreciation of property and equipment has been provided using the straight-line method over the
following estimated useful lives:

Years
Building and improvements 5-30
Event equipment 5-10
Office furniture and equipment . 5-10

Prepaid items
Certain payments to vendors reflect costs applicable to future accounting periods and are

recorded in the general fund as prepaid items
Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Compensated absences

Vacation leave, compensatory leave, and the portion of sick leave that will eventually be paid are
recognized as liabilities as they are earned. In the event of termination or retirement, an
employee is reimbursed for unused accumulated vacation. It is the policy of the Foundation to
award employees who retire early for their years of service. The award includes a payment of
50%, 75%, or 100% of unused accumulated sick leave depending on the employee’s age and
years of service.

NOTE B — DEPOSITS AND INVESTMENTS

The Center's deposits and investing are governed by the Utah Money Management Act (Utah
Code, Title 51, Chapter 7) and rules of the State of Utah Money Management Council.

Custodial Credit Risk — Deposits

The custodial credit risk for deposits is the risk that in the event of a bank failure, the Center's
deposits may not be recovered. The Money Management Act requires deposits be in a qualified
depository. The Act defines a qualified depository as any financial institution whose deposits are
insured by an agency of federal government and which has been certified by the State
Commissioner of Financial Institutions as meeting the requirements of the Act and adhering to the
rules of the Utah Money Management Council.

15



Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE B — DEPOSITS AND INVESMENTS - CONTINUED

The deposits in the bank in excess of the insured amount are uninsured and uncollateralized.
Deposits are not collateralized nor are they required to be by state statute. The deposits for the
Foundation at June 30, 2005 were $44,098, none of which was exposed to custodial credit risk as
uninsured and uncollateralized. .

Investments

The Money Management Act defines the types of securities authorized as appropriate
investments and the conditions for making investment transactions. Investment transactions may
be conducted only through qualified depositories, certified dealers, or directly with issuers of
investment securities.

The Act authorizes investments in both negotiable and nonnegotiable deposits of qualified
depositories and permitted negotiable depositories; repurchase and reverse repurchase
agreements; commercial paper that is classified as ‘first tier” by two nationally recognized
statistical rating organizations, one of which must be Moody’s Investors Services or Standard &
Poor's; bankers' acceptances; obligations of the United States Treasury including bills, notes, and
bonds; obligations, other than mortgage derivative products, issued by U.S. government
sponsored enterprises (U.S. Agencies) such as the Federal Home Loan Bank System, Federal
Home Loan Mortgage Corporation (Freddie Mac), Federal National Mortgage Association (Fannie
Mae), and Student Loan Marketing

Association (Sallie Mae); bonds, notes, and other evidence of indebtedness of poiitical
subdivisions of the State; fixed rate corporate obligations and variable rate securities rate “A” or
higher, or the equivalent of “A” or higher, by two nationally recognized statistical rating
organizations; and shares or certificates in a money market mutual fund as defined in the Act.

The Foundation's investments at June 30, 2005 are presented below:

Investment Maturities (in years)

Fair Less More
Investment Type Value Than 1 1-5 6-10 Than 10
Debt Securities
Utah Public Treasurer's
Investment Fund $65,589 $65,589 $ - & - $ -

Interest Rate Risk — Investments
Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect

the fair value of an investment.

The Foundation’s policy for managing interest rate risk is to comply with the State’s Money
Management Act. Section 51-7-11 of the Act requires that the remaining term to maturity of
investments may not exceed the period of availability of the funds to be invested. The Act further
limits the remaining term to maturity on all investments in commercial paper, bankers'
acceptances, fixed rate negotiable deposits, and fixed rate corporate obligations to 270-365 days
or less. In addition, variable rate negotiable deposits and variable rate securities may not have a
remaining term to final maturity exceeding two years.

16,



Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE B ~ DEPOSITS AND INVESMENTS - CONTINUED

Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Foundation follows the Money Management Act as previously discussed as its
policy for reducing exposure to investment credit risk. The Foundation’s rated debt investments
are presented below:

Quality Ratings

Fair
Rated Debt Investments Value AAA AA A Unrated
Debt Securities
Utah Public Treasurer’'s
Investment Fund $65,589 $8 - & - % - $65,589

Custodial Credit Risk — Investments

Custodial credit risk for investments is the risk that, in the event of a failure of the counter party,
the Foundation will not be able to recover the value of the investment or collateral securities that
are in the possession of an outside party. The Foundation does not have a formal policy for
custodial credit risk.

All of the Foundation’s investments at June 30, 2005 were with the Utah Public Treasurer's
investment Fund and therefore are not categorized as to custodial credit risk. Additional
information regarding the Utah Public Treasurer’s Investment Fund is available at Note C.

Concentration of Credit Risk — Investments
Concentration of credit risk is the risk of a loss attributed to the magnitude of a government's
investment in a single issuer.

The Foundation's policy for reducing this risk of loss is to comply with the Rules of the Money
Management Council. Rule 17 of the Money Management Council limits investments in a single
issuer of commercial paper and corporate obligations to between 5 and 10 percent depending
upon the total dollar amount held in the portfolio. The Money Management Council limitations do
not apply to securities issued by the U.S. government and its agencies.

All of the Foundation's investments at June 30, 2005 were with the Utah Public Treasurer's

Investment Fund and therefore are not categorized as to concentration of credit risk. Additional
information regarding the Utah Public Treasurer's Investment Fund is available at Note C.
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Salt Lake Arts Council Foundation
Notes to the Financial Statements
June 30, 2005

NOTE C - EXTERNAL INVESTMENT POOL

The Foundation invests in the Public Treasurer’s Investment Fund (PTIF) which is an external
investment pool administered by Utah State Public Treasurer. State agencies, municipalities,
counties, and local governments within the State of Utah are allowed to invest in the PTIF. There
is no required participation and no minimum balance or minimum/maximum transaction
reguirements.

The PTIF is not registered with the SEC as an investment company. The PTIF is authorized and
regulated by the Money Management Act, Chapter 51-7, Utah Code Annotated, 1953, as
amended. The Act establishes the Money Management Council which oversees the activities of
the State Treasurer and the PTIF. The Act details the investments that are authorized which are
high-grade securities and, therefore, there is very little credit risk except in the most unusual and
unforeseen circumstances. Deposits in the PTIF are not insured or otherwise guaranteed by the
State of Utah and participants share proportionally in any realized gains or losses on investments.

The PTIF allocates income and issues statements on a monthly basis. The PTIF operates and
reports to participants on an amortized cost basis. The participants' balance is their investment
deposited in the PTIF plus their share of income, gains and losses, net of administration fees,
which are allocated to each participant on the ratio of each participant's share to the total funds in
the PTIF.

Twice a year, at June 30 and December 31, the investments are valued at fair value to enable
participants to adjust their investments in thls pool at fair value. The Bank of New York and the
State of Utah separately determine each security’s fair value in accordance with GASB 31 (i.e. for
almost all pool investments the quoted market price) and then compare those values to come up
with an agreed upon fair value of the securities.

As of June 30, 2005, the Foundation had $65,589 invested in the PTIF which had a fair value of
$65,599 for an unrealized gain of $10. Due to the insignificance of this amount, the fair value of
the investments in this external investment pool is deemed to be the amortized cost of the
investment.

The table below shows statistical information about the investment pool.

Investment

Investment Type Percentage

Corporate bonds and notes 56.61%
Money market agreements and

Certificates of deposit 9.39%

U.S. Government securities 34.00%

100.00%

18



Salt Lake Arts Council Foundation
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June 30, 2005

NOTE D - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2005 was as follows:

Balance Balance
July 1, 2004 Increases  Decreases  June 30, 2005

Capital assets:

Buildings and improvements $348,318 $ - $ - $348,318
Event equipment 34,945 - - 34,945
Office furniture and
equipment 6,019 - - 6,019
Capital assets at
historical cost 389,282 - - 389,282

Less accumulated
depreciation for:

Buildings and improvements 188,322 10,847 - 199,169
Event equipment 32,415 1,380 - 33,795
Office furniture and
equipment 6,019 - - 6,019
Total accumulated
depreciation 226,756 12,227 - 238,983
Total capital assets, net $162,526 $(12,227) $ - $150,299

NOTE E - LONG-TERM OBLIGATIONS

The following is a summary of changes in long-term obligations for the year ended June 30, 2004;

Balance : Balance Amounts
July 1, June 30, Due Within

2004 Additions  Deletions 2005 One Year
Compensated absences $69,338 _ $24,119 $33,166 $60,291 $170
$69,338  $24,119 $33,166 $60,291 $170
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NOTE F - OPERATING TRANSFERS

During the year, the Foundation received operating transfers from Salt Lake City Corporation as
follows:
Program grants for the following:

City Arts Grants Program $135,000
Public Programs and Operations 80,100
Facility Management 8,500
Foundation expenditures paid by the City

Salaries and employee benefits 260,898
Office and computer supplies 3,883
Telephone 4,270
Miscellaneous 3,354

$496,005

NOTE G - RETIREMENT PLANS

The Foundation personnel are employees of Salt Lake City Corporation and as such, participate
in the retirement plans offered to all City employees. The following summarizes information
regarding the retirement plans applicable only to the City employees that make up the
Foundation's personnel.

Plan_Description - The Foundation contributes to the Local Governmental Noncontributory
Retirement System, a cost-sharing multiple-employer defined benefit pension plan administered
by the Utah Retirement Systems (Systems). The Systems provide refunds, retirement benefits,
annual cost of living adjustments and death benefits to plan members and beneficiaries in
accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah
Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides
for the administration of the Utah Retirement Systems and Plans under the direction of the Utah
State Retirement Board (Board) whose members are appointed by the Governor. The Systems
issue a publicly available financial report that includes financial statements and required
supplementary information for the Local Government Noncontributory Retirement System. A copy
of the report may be obtained by writing to the Utah Retirement Systems, 540 East 200 South,
Salt Lake Foundation, Utah 84102 or by calling 1-800-365-8772.

Funding Policy - In the Local Governmental Noncontributory Retirement System the Foundation is
required to contribute 8.69% of plan members’ annual covered salary. The contribution rates are
the actuarially determined rates. The contribution requirements of the Systems are authorized by
statute and specified by the Board.

The Foundation contributions to the Noncontributory Retirement System the contributions for the

years ended June 30, 2005, 2004, and 2003 were $22,060, $18,778, and $16,312, respectively.
The contributions were equal to the required contributions for each year.
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NOTE H - DEFERRED COMPENSATION PLANS

401(k) Deferred Compensation Plan - The Foundation personnel can also participate in a deferred
compensation plan administered by the Utah State Retirement Board under the Internal Revenue
Code Section 401(k) for Foundation employees covered by the State’s contributory and
noncontributory retirement plans. The plan, available to all permanent full-time Foundation
employees, permits them to defer a portion of their salary until future years. The deferred
compensation is not availabie to employees until termination, retirement, death, or unforeseeable
emergency. The 401(k) deferred compensation monies are not available to the Foundation or its
general creditors. The Foundation's total payroll in the fiscal year ended June 30, 2005, was
$196,362. Of that amount, $196,362 was eligible to participate in the plan. The Foundation
participates at a rate of 2.65% or 1.45% of base payroll only for those current employees who
changed from the contributory state retirement plan to the noncontributory retirement plan. The
2.65% applies to current employees who changed in 1986 and the 1.45% applies to current
employees who changed in 1990. The Foundation does not participate in the plan for current
employees hired after 1986. The rate of Foundation participation can be changed by the Salt
Lake City Council. During the year ended June 30, 2005, contributions totaling $2,070 were made
to the plan by employees and no contributions were made by the Foundation.

457 Deferred Compensation Plan - The Foundation also offers its employees a deferred
compensation plan created in accordance with Internal Revenue Code Section 457. The plan,
available to all Foundation employees, permits them to defer a portion of their salary until future
years. Employees are eligible to voluntarily participate from the date of employment and are
vested immediately upon participating. The Foundation is not obligated and does not contribute to
the plan. Employees contributed $3,600 to the plan during the year ended June 30, 2005. All
payroll deducted contributions were transferred to the administering insurance companies by the
due dates.

NOTE | - RISK MANAGEMENT

The Foundation is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Foundation is self-insured through Salt Lake City Corporation for general liability claims and also
carries commercial liability insurance for other risks of loss. There were no decreases in
coverage during 2005. Settlement amounts have not exceeded insurance coverage for the
current year or the three prior years.

Expenses and claims not covered by insurance are recognized when it is probable that a loss has
occurred and the amount of the loss can be reasonably estimated. In determining claims, events
that might create claims, but for which none have been reported, are considered. There has been
no claims liability incurred or paid for the past two years.

NOTE J - EXPENDITURES IN EXCESS OF APPROPRIATIONS
During the year ended June 30, 2005, the Foundation incurred expenditures in excess of
appropriations by $103,254. These over expenditures resulted primarily from the recognition of

in-kind contributions and the corresponding expenditure. In the future, amounts associated with
in-kind contributions will be included in the Foundation’s budget.
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Salt Lake Arts Council Foundation
Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actual
General Fund (Unaudited)
For the year ended June 30, 2005

Variance with

Final Budget
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues
Grants and contributions 258,950 $ 274925 $ 322773 $ 47,848
Merchandise sales 115,000 165,600 165,190 (410)
Vendor fees 16,000 15,250 15,250 -
Rental income 5,500 5,300 5,745 445
Gallery commissions 6,500 6,000 6,432 432
Interest and miscellaneous revenues 3,500 4,032 6,196 2,164
Total revenues 405,450 471,107 521,586 50,479
Expenditures
Current operations
Administration 65,983 71,828 72,099 (271)
City Arts Grants 160,238 164,671 162,159 2,512
Brown Bag Concert Series 67,827 63,304 64,935 (1,631)
Twilight Concert Series 273,514 302,006 362,953 (60,947)
Living Traditions Festival 174,294 174,785 218,577 (43,792)
Visual Arts Exhibitions 51,983 51,678 51,971 (293)
Public Art 50,170 62,190 62,111 79
Other program services 57,251 58,154 57,065 1,089
Total expenditures 901,260 948,616 1,051,870 (103,254)
Deficiency of revenues over expenditures (495,810) (477,509) (530,284) (52,775)
Other financing sources (uses)
Operating transfers from Salt Lake
City Corporation 488,795 490,400 496,005 5,605
Total other financing sources and uses 488,795 490,400 496,005 5,605
Net change in fund balance (7,015) 12,891 (34,279) (47,170)
Fund balance at beginning of year 144,213 144,213 144,213 -
Fund balance at end of year 137198 $ 157,104 $ 109934 $ (47,170)
GAAP is the budgetary basis used in the preparation of this schedule.
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OSBORNE, ROBBINS & BUHLER, P.L.L.C. Certified Public Accountants
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Salt Lake Arts Council Foundation

We have audited the financial statements of Salt Lake Arts Council Foundation, as of and for the
year ended June 30, 2005, and have issued our report thereon dated August 12, 2005. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Foundation’s internal control over

financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal contro! over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

Compliance and Other Matters _

As part of obtaining reasonable assurance about whether the Foundation’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of management, others within the
organization, the Board of Trustees, and the Utah State Auditor’s Office, and is not intended to be
and should not be used by anyone other than these specified parties.
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August 12, 2005
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